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PRACTICAL ADVICE FOR COPING 
WITH BUSINESS FAILURE 
 
Business failure provides a painful 
disruption to our lives (and the lives of our 
loved ones), but it also provides us the 
opportunity to reflect, learn, and change our 
course of action. The old saying “Whatever 
does not kill you makes you stronger” 
applies to business failure. Enduring, 
recovering, and learning from business 
failure makes us stronger (but unfortunately 
not overnight), and we can work our way 
toward a positive future.  
 
Flowing from my research (listed below) I 
offer the following advice for an 
entrepreneur of a failed business: 
 
1. Recognize that negative feelings 
over business failure are normal.  
 Most individuals experience 
negative emotional reactions 
when they lose something 
important, and businesses are 
certainly no exception. When we 
admit to having negative feelings 
after business failure, we are 
simply acknowledging that the 
business lost was important. In 
fact, recognizing that our own 
negative emotional reaction to 
business failure is normal helps 
alleviate other forms of stress 
(e.g., being hard on yourself for 
emotional “weakness”) and helps 
overcome obstacles to seeking 
and receiving help from others 
(e.g., reduces embarrassment and 
other thoughts and feelings that 
isolate us from those who can 
help). 
 
 
2. Take initial steps to protect your 
esteem.   
 Reflect on those less fortunate. 
As bad as things are for us after a 
business failure, there are people 
facing worse. In the short run, 
thinking about those facing 
greater hardship can put our own 
suffering in perspective and thus 
help us feel a little better. 
However, continued reliance on 
this “downward social 
comparison” can be detrimental 
because it makes the bad things 
that can happen to good people 
more salient, so we start to 
believe that the world is a more 
malevolent place and that we 
have little control over what 
happens to us. This “learned 
helplessness” inhibits the sort of 
proactive thinking and actions 
necessary for recovery. 
Therefore, in the short run, 
downward social comparison can 
help us feel better, but it is 
important to then shift our focus 
to our own situation and to those 
who inspire us to be better—
perhaps someone who has 
bounced back from business 
failure. 
 Distract attention away from the 
failure. Thinking about the 
failure is emotionally exhausting. 
Distractions can alleviate this 
exhaustion and recharge 
emotional reserves by helping us 
take our mind off the failure and 
generating some positive 
emotions. For example, by going 
to a football game with friends, 
our attention is redirected from 
the failure event (which 
generates negative emotions) to 
“present events” that hopefully 
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generate laughter, joy, and 
happiness (even for a moment). 
Such positive distractions are 
important because they “undo” 
the negative emotions and 
thereby help free us from our 
emotional funk. Of course, it 
doesn’t need to be a football 
game; it could be a movie, a hike 
in the woods, or a play session 
with the kids. 
 Blame others and/or bad luck. 
By blaming others and/or things 
beyond our control (e.g., bad 
luck) for the failure, we are able 
to avoid attributing the bad 
outcome to our actions. This 
blaming strategy represents a 
way of maintaining a positive 
self-impression, which provides 
some comfort when facing 
difficult circumstances. That is, 
when all else seems to be 
crashing down (during and in the 
immediate aftermath of a 
business failure), it is necessary 
to “save” something, which in 
this instance is our ego.  
Although this works in the short 
run, as I detail below, in the long 
run, we need to move beyond 
blaming others to regain control 
of our lives and learn from the 
failure experience. 
 
3. Move to take responsibility. 
 Blame yourself. Although 
blaming others and/or bad luck 
may stem the tide of negative 
feelings in the immediate 
aftermath of a business failure, in 
the longer run, such an approach 
can be detrimental. That is, if we 
think that others are to blame for 
the failure, then there is little 
incentive to learn from the event; 
there is not much we could have 
done differently. Similarly, by 
attributing important outcomes to 
bad luck, we are essentially 
throwing our hands in the air, 
admitting that we have no control 
over important things that happen 
to us. With no learning and no 
control, there is little motivation 
to take the steps necessary to 
move on. By eventually turning 
the spotlight on the self, we can 
start to really consider how we 
could have acted differently and 
begin to regain control over our 
life. This learning and these 
feelings of control are both 
necessary to move on from the 
failure toward a positive future. I 
say “eventually” because, as I 
just mentioned, blaming others 
provides a necessary respite to 
survive the initial avalanche of 
negative consequences resulting 
from failure. However, as things 
begin to settle down, a focus on 
the self is necessary to inform 
and motivate a positive future. 
 
4. Learn from the failure experience. 
 Move back and forth between 
engaging with and disengaging 
from the failure. There are 
advantages and disadvantages to 
engaging with failure (i.e., 
thinking and talking about the 
loss) as well as to disengaging 
from the failure (i.e., distracting 
and rebuilding). To have the best 
of both worlds and learn from the 
failure experience, we need to 
oscillate (i.e., move back and 
forth) between the two. We all 
differ to the extent that we feel 
comfortable engaging or 
disengaging from failure. Some 
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will feel more comfortable 
talking about the loss but may 
need more help taking some 
“time out” from the business 
failure to recharge their batteries, 
undo negative emotions, and start 
to rebuild foundations for 
moving on. Others will feel more 
comfortable disengaging from 
the failure but may need help 
reflecting and talking about the 
failure to deal with their 
emotions and build a plausible 
story for the failure. However, by 
moving back and forth between 
engaging and disengaging with 
the failure, we are able to recover 
more quickly and learn more 
from the failure experience. 
 Engage by talking about the 
loss. By talking about the events 
leading up to the failure, we can 
begin to create a plausible story 
for why the failure occurred. 
Understanding the “why” of the 
failure helps to reduce some of 
the negative feelings about the 
event. As time passes, the story is 
created and improved upon to 
become more plausible both 
within our own mind and to those 
with whom we interact. 
 Disengage by not talking about 
the loss. Although talking about 
the loss helps build a plausible 
story that will ultimately help us 
recover from the emotions of 
failure in the short run, reliving 
the events can trigger additional 
negative feelings than can build 
and generate additional distress. 
Therefore, at a certain point, it is 
important to stop talking about 
the failure. There are a number of 
other actions we can take to 
further ease distress in the short 
run, but if these coping 
mechanisms are used for an 
extended period, they can also 
create problems (as detailed 
below). 
 Disengage to rebuild 
foundations for the future. 
When a business fails, that 
failure is the main stressor, and it 
can be a lot to deal with. 
However, business failure also 
creates a whole series of other 
issues that must be dealt with. 
For example, you may need to 
sell your family home, find new 
accommodations, apply for 
unemployment benefits, look for 
a new job, and so on. Turning 
attention to these new issues not 
only helps distract attention away 
from the failure, but solving 
these new issues means that the 
failure itself no longer looms as 
large. That is, when we deal with 
some of the issues generated by 
business failure, our thoughts of 
the failure may no longer be as 
emotionally devastating. In 
particular, to the extent that we 
are able to create an attractive 
alternative to the failed business 
(e.g., obtain a new job or start a 
subsequent venture that helps 
satisfy the need to use and 
develop skills and knowledge, 
provides some autonomy to make 
decisions and take action, and 
provides a sense of camaraderie 
with others), then the hurt 
associated with the business 
failure will eventually begin to 
fade into the background of our 
consciousness.  
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5. Seek help from others.  
 Some of these steps are difficult 
to achieve. Friends and family 
can be an important source of 
support in the aftermath of a 
business failure—they can help 
us achieve the above steps and 
transition between steps. I 
encourage you to reach out to 
them. You may encounter 
additional complications to the 
business failure as well as 
emotional reactions to it, so in 
the recovery process and under 
these circumstances, I highly 
recommend professional help. It 
takes courage to seek help. When 
in trouble, reach out to someone. 
 
As entrepreneurs we face the possibility that 
our businesses will fail.  We can learn from 
our failures but it is not easy.  To help with 
the recovery process we need to: (1) 
recognize that our negative emotional 
reaction is quite normal for those 
experiencing business failure, (2) take initial 
steps to protect our self-esteem but realize 
that while these steps are helpful in the short 
term they can be detrimental in the longer 
run, (3) take responsibility for the failure as 
a basis for regaining control over one’s life, 
(4) learn from the failure experience by 
regulating emotions through moving back 
and forth between engaging with, and 
disengaging from, the business failure event, 
and (5) seek help from others. 
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